Lake Michigan Water Project:
Public Hearing Regarding the Formaton of Special Service Area #16

Financing Optons & Concerns FAQ

Q: How long will the tax increase last?

A: The CLCJAWA tax will expire in 2018. You will see the SSA tax levy on your annual property taxes for no
longer than 30 years. If we are able to secure an IEPA loan, it will only be 20 years.

Q: What happens to the SSA obligaton when I try to sell my house?

A: The SSA tax will be included on your regular annual property tax bill. It is not an individual loan. It stays
on the property tax bill untl the bonds are retred.

Q: I see on the Public Notce that there is a possible second levy of taxes, why is that?

A: We are phasing in the project costs to minimize the impact to residents; therefore the bonding will be
phased as well. At open houses held earlier in 2013, residents asked that we consider phasing in the project
costs so that they weren’t impacted by the entre cost all at once. The total maximum amount of any bonds
levied cannot exceed $46 million. Phasing of the tax increase will be achieved by minimizing the tax amount
in the first two years (2014-2015) to only fund the engineering design phase. Then in 2016, constructon
will start and the full tax will be imposed at approximately $250/year (for a $200,000 property).

Q: The public notce makes reference to the exact finance mechanism for which you are going to
borrow. The second paragraph says that we the homeowners are going to retre the bonds by
levies or levies of direct annual taxes on propertes subject to taxaton for the services located
within the area su cient to pay the interest on the bonds as they become due and to discharge
the principal at maturity. So is this a balloon payment?

A: No, this is not structured as a balloon payment. The maximum interest rate is 7%, however if bonds were
issued today (August 29, 2013) the rate would be close to 6%; if the IEPA loan come through, then under
4%. When the bonds are sold, the interest rate cannot exceed 7%. Those bonds will be retred over no more
than 30 years at a rate no more than 7%. The bonds will be payable over the 30 years, not just at the end.
Specifically the IEPA requires repayment semiannually over no more than 20 years. The overall debt for the
project will be structured so that payments will be made every year toward bond interest and principal.

Q: The public notce also says direct annual taxes shall be levied upon taxable property within the
area for the entre period that the bonds or refund bonds shall be outstanding and shall be unlim-
ited as to the rate or amount in additon to other taxes. What is unlimited?

A: The term “unlimited” applies to the tax rate, not the interest rate. The unlimited tax rate refers to the
County Clerk’s ability to adjust the tax rate up or down to allow the County to generate su cient funds to
pay the bond principal and interest. The annual tax rate may fluctuate from year to year to cover the annual
principal and interest associated with the SSA bond(s) or IEPA loan(s).






possibility; however water rates would need to be drastcally increased immediately to cover constructon
costs or additonal money borrowed from another source (constructon loan) to cover constructon costs.
This would make Revenue Bonds the more expensive alternatve and runs contrary to public input received
to phase in the rate impact of Lake Michigan water.

Q. Can you use General Obligaton Bonds instead of increasing property taxes?

A. General Obligaton Bonds and Special Service Area bonds assign the proportonal debt service on the
value of taxable property (ad valorem taxes). There would be no payment di erence between the two
property tax based debt instruments.

Q. Can bonds be issued all at once and not phased to take advantage of lowered interest rates?

A. During public open house meetngs held earlier in 2013, residents expressed a desire to spread out the
tax impact. In additon, public agencies are required to expend borrowed money for its intended purpose in
a tmely manner. Generally speaking, governing bodies need to use borrowed money within 36 months of
receipt. Federal law prevents agencies from borrowing for investment profit. The partcipatng communites
do have some lattude on sizing and tming of bond issues and will evaluate this as the project proceeds.
The partcipatng communites antcipate taking acton on financing optons quickly.

Q. Would special assessments make more sense than an SSA?

A. Special Assessments are expensive to implement and are more intended for small projects where
proportonal benefit can be easily identfied. An example of a good use of Special Assessment financing
would be to install a sidewalk where benefit is assigned based on lineal frontage of the property served.
Trying to apply such a principle to a regional water supply system approaching 11,300 propertes would not
be feasible.

Q. Will foreclosed homes be taxed?

A. We have no record on how many of the 11,300 parcels in the area are in distress. All taxable property
will be taxed based on the value of the property each year.

Q. Can this be structured so that cost overruns would be the responsibility of the contractor?

A. Constructon engineering services to monitor conformance of the work to the project plans will be a part
of each project element. The antcipated bid process, which will be awarded by CLCJAWA, currently antci-
pates identfying the lowest responsible bid following statutory guidelines. A bidding procedure which
would have a contractor absorb any change order foreseen or unforeseen, would increase the bid price and
the risk of reckless bidding and questonable constructon.



